
 
1 

Press release 
 
Swatch Group: 1st half 2002 results 
 
 
Biel-Bienne, 21 August 2002 
 
 
 
Performance of The Swatch Group in a difficult environment 
 
 

 Sales of watches up +1.1% in local currency terms 
 Marked increase in the profitability of watch movement and component production 
 Decline in electronic component sales, especially in the telecom sector, due to 

prevailing market conditions 
 Negative currency effect for the Group: -3.4% equivalent to approximately –CHF 70 

million 
 Further expansion in the retail trade according to plan 
 Strong balance sheet ratios with shareholders’ equity of CHF 3.3 billion or 73 % of 

assets 
 Operating result – CHF 28 million (- 9,4 %) and net income – CHF 31 million  

(- 13,1 %) below previous year. 
 
Key figures for the Group as a whole  
 
 
In CHF million  1st half 1st half % variance 
 2002 2001 in in 
 (IAS) (IAS) local 

currencies 
CHF 

     
  
Sales 1,944 2,022 - 0.5 % - 3.9 %

 
 
Earnings before interest, taxes, 
depreciation and amortization 
(EBITDA) 373 395

 
 
 
 
 - 5,6 %

- as % of sales 19.2 % 19.5 %  
  
Operating result (EBIT) 271 299  - 9.4 %
- as % of sales 13.9 % 14.8 %  
  
Net income 206 237  - 13.1 %
- as % of sales 10,6 % 11,7 %  
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Conversion to IAS 
 
The figures published for the first half of 2001, which were based on Swiss GAAP FER, have 
been converted to IAS, as was already the case for the annual financial statements for 2001. 
Changes in the operating result are explained primarily by the IAS requirement for 
capitalization and annual depreciation of goodwill on acquisitions, as well as expenditure for 
pension fund contributions. The effects of treasury shares and unrealized gains and losses 
on securities are not included in the Group result but are recognized in shareholders’ equity. 
 
 
Overview in CHF million 1st half 1st half Variance 
 2001 2001 % 
 IAS rules FER rules  
    
Earnings before interest, taxes, 
depreciation and amortization  
(EBITDA) 395

 
 

413 - 4.4 %
- as % of sales 19.5 % 20.4 % 
  
Operating result (EBIT) 299 315 - 5.1 %
- as % of sales 14.8 % 15.6 % 
  
Net income 237 231 + 2.6 %
- as % of sales 11.7 % 11.4 % 
 
 
Notes on the 1st half of 2002 and prospects for 2002 as a whole 
 
In the Group’s core business area, the 18 brands of the watch division, growth of +1.1 % was 
achieved in local currency terms, despite the difficult environment. The continuously rising 
value of the Swiss franc against all other currencies more than offset this positive effect 
(currency effect at Group level: approx. 70 million, equivalent to 3.4% of sales). In the 
component sector, optimization of production and costs enabled the operating margin to be 
improved significantly. 
The sustained pressure on prices and worldwide overcapacities, especially in the telecom 
sector and also for automobile components, had a negative impact on the electronic systems 
segment. 
 
The Group has a particularly strong industrial base – the strongest in its field of business – 
and clearly positioned brands in all price segments backed by a particularly efficient global 
distribution network. 
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Particular attention will be given to even more intensive new product launches in the second 
half of the year, reflecting the Group’s ongoing innovative capability and leading to further 
progress in these months in which sales are traditionally at their highest. 
 
However, reliable predictions until the end of the year are difficult due to uncertainty on the 
currency front and due to the impact on consumer sentiments of an environment influenced 
by economic and political factors, apart from the financial market and the media. The Group’s 
mid to long-term objectives will be maintained despite the possibility of short-term fluctuations 
caused by external influences. 
 
Despite a difficult situation on the financial markets and its consequences for the world 
economy, the Swatch Group remains very confident for the rest of the year 2002.  
 
Group Management reiterates its commitment of keeping the ongoing and long-term 
corporate strategy of our rock-solid Group on course for growth, despite all the turbulences 
on the stock markets; the enormous assets and potentials of the Group will be further 
safeguarded and strategically advanced through active, cost-conscious and entrepreneurial 
action. 
 
 
Watches 
 
 
In CHF million 1st half 1st half % variance 
 2002 2001 in in 
 (IAS) (IAS) local 

currencies 
CHF 

     
  
Sales 1,380 1,428 + 1.1 % - 3.4 %

Earnings before interest, taxes, 
depreciation and amortization 
(EBITDA) 231 245

 

- 5.7 %
- as % of sales 16.7 % 17.2 %  
  
Operating result (EBIT) 209 225  - 7.1 %
- as % of sales 15.1 % 15.8 %  
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Sales in this segment grew by +1.1% in local currency terms. The biggest share of the 
negative currency influences affecting the Group concerned the watch sector (approx. 
– 4,5 %). 
 
Within the individual watch segments, all areas reported a slightly positive trend in local 
currency terms. This shows once again that broad diversification within the watch segment, 
especially in a difficult market environment, is the right strategy. 
 
In regional terms – with very few exceptions – all countries reported slight growth; however, 
this was for the most part neutralized by consolidation of the accounts in Swiss francs. We 
expect this trend to continue for the whole year, expecially for the non-touristic areas. 
 
Market conditions for watch sales remain difficult in the tourist centers. Contributory factors 
are the reluctance to travel and economic uncertainty. However, we are able to report that 
performance of the Group’s own retail stores contrasts favourably with this trend. 
 
Demand for high-price watches in the top luxury category remains sustained and despite 
investments in new manufacturing plant and personnel, intensive use is still being made of 
our capacities. 
 
Clear progress is apparent in the Group’s retail business. The Group is continuing its 
expansion in this area. Despite the difficulty in finding satisfactory first-class locations, a 
Blancpain store was opened in Paris, and the former Columna stores in Basel and Lugano 
were converted to the Tourbillon concept. A new Breguet store is available to customers on 
Bond Street in London in August as well as a Tourbillon store in Lausanne. Furthermore, an 
Omega boutique in Bangkok and Milan will shortly be inaugurated.  
 
The expansion of the jewellery collection at Breguet, Léon Hatot, Omega and Swatch is 
proceeding as planned and with success. 
 
Recently, there has been a tendency for the retail trade to operate with lower inventories. 
However, this will have a positive impact on the Group towards the end of the year. 

 



 
5 

 
Horological production 
 
In CHF million 1st half 1st half % variance 
 2002 2001 in in 
 (IAS) (IAS) local  
   currencies CHF 
  
Sales 700 718 - 2.0 % - 2.5 %
- of which to third parties 386 395 -1.3 % - 2.3 %
  
Earnings before interest, taxes, 
depreciation and amortization 
(EBITDA) 105 97

 

+ 8.2 %
- as % of sales 15.0 % 13.5 %  
  
Operating result (EBIT) 43 38  + 13.2 %
- as % of sales 6.1 % 5.3 %  
 
Strong and sustained demand enabled sales of mechanical movements and components to 
be increased. This in turn had a positive impact on capacity utilization and on the profitability 
of the Group member companies concerned. 
 
For example, the watch hand manufacturer Universo was restored to profitability through 
operational measures and higher production.  
 
However, optimization of inventories within the Group and a slight downturn in orders from 
third party customers for Swiss Made movements in the medium price category counteracted 
this positive trend. 
 
In the low price sector of movements made and marketed in the Far East, continuing price 
pressure was observed with an adverse effect on margins. Conversion of sales achieved in 
Asia into Swiss franc terms also had a negative effect on the sales trend. 
 
The increased profitability of this segment and the effect of the cost optimization measures 
taken enable the Group to look forward confidently to the rest of the year, all the more that 
orders and turnover increase significantly in the second part of the year.
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Electronic systems 
 
In CHF million 1st half 1st half % variance 
 2002 2001 in in 
 (IAS) (IAS) local  
   currencies CHF 
  
Sales 190 225 - 15.1 % - 15.6 %
- of which to third parties 164 197 - 16.2 % - 16.8 %
  
Earnings before interest, taxes, 
depreciation and amortization 
(EBITDA) 47 61

 
 
 - 23.0 %

- as % of sales 24.7 % 27.1 %  
  
Operating result (EBIT) 31 47  - 34.0 %
- as % of sales 16.3 % 20.9 %  
 
 
The Group member companies in the technology sector have not emerged unscathed from 
the difficult environment prevailing in this field. 
 
Declining orders and, above all, pressure on prices were the two factors which had a 
negative impact on sales and profitability. Unlike the situation in the watch segment, the sales 
trends of companies operating in the technology business differ widely. Telecom equipment 
suppliers were more seriously affected by the tough market conditions than the other 
companies. 
 
Despite these conditions, a double-digit operating margin (16.3 %) was again reported in the 
first half of 2002. This is mainly attributable to the gain of market shares as well as the 
position of certain companies as niche market suppliers and to the ongoing adjustment of 
costs to the changed market conditions. 
 
Group Management tends to expect a modest recovery in this segment, as overcapacities 
continue to exist and further, although slightly weaker, pressure must be expected on the 
price front. 
 
Further efforts have been put in hand on the cost side and will bring their first successful 
outcomes in the second half of the year. 
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CONDENSED INCOME STATEMENT (unaudited)

2002 2001 (IAS)

million CHF % million CHF % %

Gross sales 1 944 100.0 2 022 100.0 -78 -3.9  
Sales reductions - 63 -3.2 - 64 -3.2 1 -1.6  

Net sales 1 881 96.8 1 958 96.8 - 77 -3.9  

Other operating income  175 9.0  221 10.9 - 46 -20.8  

Group performance 2 056 105.8 2 179 107.7 - 123 -5.6  

Operating expenses -1 683 -86.6 -1 784 -88.2  101 -5.7  

Operating result before depreciation & amortization 
(EBITDA)  373 19.2  395 19.5 - 22 -5.6  

Depreciation and impairment charge - 102 -5.3 - 96 -4.7 - 6 6.3  

Operating result (EBIT)  271 13.9  299 14.8 - 28 -9.4  

Net financial result - 14 -0.7 - 6 -0.3 - 8 133.3  

Result before taxes  257 13.2  293 14.5 - 36 -12.3  

Income taxes - 48 -2.4 - 53 -2.6  5 -9.4  

Group result before minority interest  209 10.8  240 11.9 - 31 -12.9  

Minority interest -3 -0.2 -3 -0.2  0 0.0  

Net income  206 10.6  237 11.7 - 31 -13.1  

Registered shares
Basic earnings per share 0.71 0.79 -0.08 -10.7  
Diluted earnings per share 0.71 0.79 -0.08 -10.7  

Bearer shares

Consolidated Semi-Annual Financial Statements

VarianceFirst half First half

 

Basic earnings per share 3.53 3.95 -0.42 -10.7  
Diluted earnings per share 3.53 3.95 -0.42 -10.7  
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CONDENSED BALANCE SHEET (unaudited)

30.06.2002 31.12.2001

Assets million CHF % million CHF % million CHF %

Property, plant and equipment 1 061 23.3  1 064 22.8  -3 -0.3  
Intangible assets  276 6.1   269 5.8  7 2.6  
Other non-current assets  116 2.5   116 2.5  0 0.0  

Non-current assets 1 453 31.9  1 449 31.1  4 0.3  

Inventories 1 452 31.8  1 361 29.2  91 6.7  
Trade receivables  601 13.2   679 14.6  -78 -11.5  
Other current assets  824 18.1   885 19.0  -61 -6.9  
Cash and cash equivalents  229 5.0   286 6.1  -57 -19.9  

Current assets 3 106 68.1  3 211 68.9  -105 -3.3  

Total assets 4 559 100.0  4 660 100.0  -101 -2.2  

Liabilities and shareholders' equity

Shareholders' equity 3 330 73.0 3 261 70.0  69 2.1  

Minority interests  19 0.4  19 0.4  0 0.0  

Non-current provisions  67 1.5  75 1.6  -8 -10.7  
Other non-current liabilities  331 7.3  348 7.5  -17 -4.9  

Non-current liabilities  398 8.8  423 9.1  -25 -5.9  

Current provisions  32 0.7  38 0.8  -6 -15.8  
Other current liabilities  780 17.1  919 19.7  -139 -15.1  

Current liabilities  812 17.8  957 20.5  -145 -15.2  

Total liabilities 1 210 26.6 1 380 29.6  -170 -12.3  

Total liabilities and shareholders' equity 4 559 100.0 4 660 100.0  -101 -2.2  

Consolidated Semi-Annual Financial Statements

Variance
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Consolidated Semi-Annual Financial Statements

CONDENSED CASH FLOW STATEMENT (unaudited)

Cash flows from operating activities
   Net income  206  237
   Depreciation and impairment charge  102  96
   Changes in provisions and accrued taxes - 49 - 28
   Changes in working capital - 20 - 114
   Changes in pensions and other retirement benefits  8  13

Cash flow from operating activities  247  204

Cash flows from investing activities
   Investments in assets - 110 - 111
   Proceeds from sale of assets  3  7
   Other investments - 10 - 55

Cash flows from investing activities - 117 - 159

Cash flow from financing activities
   Dividends paid - 58 - 2
   Sale / Purchase of treasury shares  1 - 10
   Movement in non-current liabilities - 28 - 6
   Movement in current liabilities - 137  7

Cash flow from financing activities - 222 - 11

   Net impact of foreign exchange rate differences on cash - 7  3

Evolution of cash and cash equivalents - 99  37

Movement in cash and cash equivalents
         - At beginning of year  276  256
         - At 30 June  177 - 99  293  37

Cash and cash equivalents at 30 June  177  293

First half
2002

million CHF

First half
2001 (IAS)

million CHF
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Consolidated Semi-Annual Financial Statements

Share Capital Treasury Conversion Retained Total share-
capital reserves shares differences earnings holders'

equity
(million CHF)

Balance at 1.1.2001  312  213 - 337  21 2 947 3 156

- Changes in accounting
principles applicable to:

IAS 39: Financial instruments  39  39
IAS 12: Deferred taxes re IAS 39 - 3 - 3

Balance at 1.1.2001 restated  312  213 - 337  21 2 983 3 192

Conversion differences  25  25
Other movements in equity - 10  16  6
Net income for first six months  237  237

Balance at 30.06.2001  312  213 - 347  46 3 236 3 460

Balance at 1.1.2002  140  213 - 565  37 3 436 3 261

Conversion differences - 38 - 38
Dividends to third parties - 58 - 58
Other movements in equity - 41 - 41
Net income for first six months 206 206

Balance at 30.06.2002  140  213 - 565 - 1 3 543 3 330

STATEMENT OF CHANGES IN EQUITY (unaudited)
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Annex 
 
 
1. Accounting principles 
 

The consolidated semi-annual financial statements of the Swatch Group (unaudited) 
have been prepared in accordance with international accounting standards (IAS) 
published by the International Accounting Standards Board (IASB). 
 
There are no changes in accounting policies from those applied in the 2001 closing 
financial statements. 

 
 
 
2. Conversion to IAS 
 

Adjustments to the Group balance sheet at 1.1.2000 related to the new presentation of 
the financial statements are detailed in the 2001 Annual Report. Changes in equity 
since 1.1.2001 are presented in the statement of changes in equity. The major 
variances in comparison to Swiss GAAP FER result from the recognition of treasury 
shares in the amount of CHF 347 million as a deduction from equity, and the treatment 
of goodwill, capitalized at a residual value of CHF 212 million at 30.06.2001. 

 
 
 
3. Changes in the consolidation structure 
 

At the end of June 2002, the consolidation structure includes 120 legal entities, one 
more than at 31.12.2001. The watch dial manufacturer Rubattel & Weyermann SA, 
purchased by the Group in 2002, was integrated into the consolidation as of 1.1.2002. 
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4. Notes 
 
Segment information by activity sector 

In million CHF

Gross sales Third Group Total Third Group Total

Watches 1 380  0 1 380 1 428  0 1 428
Horlogical production  386  314  700  395  323  718
Electronic systems  164  26  190  197  28  225
General services  14  6  20  2  3
Adjustments - 346 - 346 - 354 - 354

Total 1 944  0 1 944 2 022  0 2 022

in % in % in % in %

Operating result before depreciation & amortization (EBITDA) of sales of total of sales of total

Watches  231 16.7% 61.9%  245 17.2% 62.0%
Horlogical production  105 15.0% 28.2%  97 13.5% 24.6%
Electronic systems  47 24.7% 12.6%  61 27.1% 15.4%
General services - 10 -2.7% - 8 -2.0%

Total  373 19.2% 100.0%  395 19.5% 100.0%

in % in % in % in %

Operating result (EBIT) of sales of total of sales of total

Watches  209 15.1% 77.1%  225 15.8% 75.3%
Horlogical production  43 6.1% 15.9%  38 5.3% 12.7%
Electronic systems  31 16.3% 11.4%  47 20.9% 15.7%
General services - 12 -4.4% - 11 -3.7%

Total  271 13.9% 100.0%  299 14.8% 100.0%

First half 2002 First half 2001 (IAS)

 5
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Net financial result 
 
The net financial result at the end of June 2002 comprises essentially the net result of foreign 
currency operations. 
 
 
Bonds 
 
No bonds were issued during the period January to June 2002. In regard to the last bond 
issued by the Group, 97 bonds representing 22'310 shares were converted in 2002. 
 
 
Treasury shares 
 
A net total of 32 682 registered treasury shares were sold during the first six months of 2002. 
 
 
Dividend 
 
The company pays only one dividend per fiscal year. For the year ended 2001, the following 
dividend was paid on 13 June 2002, according to a decision of the Annual General Meeting 
held on 7 June 2002: 
 
 
Dividend per registered share   CHF 0.20 
Dividend per bearer share  CHF 1.00 
Representing a total of  mio CHF                          58.4 
 
 
Post balance sheet events 
 
The disastrous flooding in Germany also affected our company Glashütter Uhrenbetriebe 
GmbH. According to our most recent information, the company escaped relatively unscathed 
from the disaster. The company resumed operations on 19 August 2002. All damages, as 
well as the results of the production interruption, are fully covered by insurance. 
 
 
Principal currency conversion rates 
 
CHF equivalent 1 USD 1 EUR 1 GBP 1 HKD 100 JPY

Average rate January / June 2002 1.6293 1.4706 2.3568 0.2086 1.2692

Average rate January / June 2001 1.7277 1.5297 2.4705 0.2213 1.4276

End-of-period rate 30.06.2002 1.4850 1.4735 2.2670 0.1900 1.2475

End-of-period rate 31.12.2001 1.6835 1.4825 2.4320 0.2157 1.2850

End-of-period rate 30.06.2001 1.7965 1.5230 2.5230 0.2300 1.4450
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CONTACTS 
 
Edgar Geiser, CFO, and Thomas Dürr, Corporate Treasurer 
The Swatch Group Ltd, Biel-Bienne 
Tel +41 32 343 68 11, fax +41 32 343 69 16 
e-mail: investor.relations@swatchgroup.com 
 
Béatrice Howald, PR & Press Office 
The Swatch Group Ltd, Biel-Bienne 
Tel +41 32 343 68 33, fax +41 32 343 69 22 
e-mail: press@swatchgroup.com 
 
 
 
 
Original text: German 
Translations: English, French 
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